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KEY ECONOMIC INDICATORS 


In billions of Austrian Schillings (AS) at current prices, except where 
otherwise stated. 
1986 1987 1988 1989 
Projections Projections 
Domestic Economy 


Population (millions) 7.6 7.6 7.6 7.6 
Population growth (%) 0.1 0.0 0.2 0.2 
GDP at constant (1976) prices 890.8 904.5 940.5 968.7 
GDP at current prices 1,423.1 1,481.6 1,564.1 1,653.0 
GNP at current prices 1,411.1 1,469.0 1,552.4 1,631.6 
Per capita GDP (AS thousands) 188.0 195.6 205.8 Bahan 
Consumer Price Index % change 1.7 ae 2.9 257 
Production and Employment 
Labor force (1,000s) 2,932.1 2,949.9 2,968.0 2,985.0 
Unemployment (avg. % for year) 5.2 5.6 5.4 532 
Industrial production 
(1981=100)% change eee 0.7 6.5 4.5 
Fed. Govt. deficit as % of GDP 5.4 4.7 ® 4.3 4.0 
Balance of Payments 
Exports (FOB) 342.5 342.4 380.0 414.2 
Imports (CIF) 408.0 412.4 449.7 487.9 
Trade balance (including 
transit trade) -62.2 -64.5 -70.7 -74.7 
Tourism receipts 106.2 122-0 £29 .7 127.9 
Tourism expenditures 61.3 T0°7 75.1 80.6 
Services balance 42.0 40.4 44.7 47.5 
Current account balance sed -2.7 -2.4 =3.6 
Foreign direct investment (new) 2.8 5.1 5.0 4.5 
Foreign debt (year-end) 124.6 124.7 129.8 142.2 
Debt-service paid 75.7 83.5 95.2 90.2 
Debt-service ratio as % of 
merchandise exports 221 24.4 25.0 21.8 
Foreign exchange reserves 
(year end) 123.5 123.4 135.0 N/A 
Average exchange rate for 
year (in AS for US $1.00) Sait 12.64 12.30 £1.75 
Foreign Investment 
Total (cumulative) 60.5 63.6 66.9 70.9 
U.S. (cumulative) 6.6 6.5 6.8 7.8 
U.S. share (%) 11.0 10.2 10.2 11.0 
U.S.-Austrian Trade 
Austrian imports from U.S. (CIF) 3351: 14.2 15.3 Po2 
Austrian exports to U.S. (FOB) 13:38 1222 13.3 24,2 
Trade balance (U.S. favor) -0.7 2.0 2.0 3.0 
U.S. share of Austrian imports 32 3°5 324 3.5 
U.S. share of Austrian exports 4.0 3.6 3.5 3.4 
U.S. bilateral aid N/A N/A N/A N/A 


Principal U.S. exports (1987, $ million): Office machines (202.9); 
vehicles, including airplanes and boats (137.0); nonelectrical 


machinery, excluding business machines (130.3); electrical machinery 
and equipment (85.6); pharmaceuticals (83.1); mineral fuels, mineral 
oils and distillates, bituminous substances (42.9); chemicals 
(36.7); laboratory instruments (34.3); medical instruments (34.1); 
plastic materials (32.1); miscellaneous chemical products (23.5); 
instruments other than medical or laboratory (19.6). 


Principal U.S. imports (1987, $ million): nonelectrical machinery, 
excluding business machines (184.5); iron and steel (81.7); glass 
and glassware (70.5); articles of base metals (57.5); toys, games, 
sporting goods (51.8); electrical machinery and equipment (50.2); 
instruments other than medical.or laboratory (45.6); vehicles 
(42.9); chemicals (25.6); laboratory instruments (22.0); dairy 
products, eggs, honey (21.6); preparations of vegetables or fruits 
(20.6); plastic materials (19.2). 








SUMMARY 


Austria’s real GDP growth surged to 4.0 percent in 1988; inflation 
was moderate at 1.9 percent; and unemployment fell to 5.4 percent. 
Consumer confidence and expanding exports were the main stimuli for 
this unexpectedly strong performance. A positive economic climate 
in Western Europe increased the demand for Austrian goods and 
services, while the domestic savings ratio, normally one of the 
highest in Europe, declined slightly from the previous year’s peak. 
Interest rates were stable during most of the year. The Austrian 
National Bank continues to maintain its "hard currency policy" 
linking the schilling to the West German mark. Once again Western 
European economic developments, particularly in West Germany, 
constituted essential factors influencing Austrian performance 
because of the economy’s high degree of international exposure. 


The country’s strong trade and other links have led Austrians, both 
in and out of the government, to examine whether Austria should 
apply to join the European Community (EC), especially in light of 
the EC’s plans to form a single, unified market by 1992. The issue 
is the subject of a great deal of debate and scrutiny, especially on 
the question of whether joining the EC would compromise Austria’s 
permanent neutrality. The government has postponed the decision on 
whether to apply for membership until at least mid-1989. Austria 
remains a member of the European Free Trade Association (EFTA) and 
has important trade links to Eastern Europe. 


Pursuing its goal of reducing the federal budget deficit, the 
Austrian Government continued its fiscal austerity and privatization 
policies in 1988. The government also agreed to a major 
income/corporate tax reform taking effect in 1989 which will mean 
considerably lower tax rates and a positive long-term effect on 
personal income and business profits. In general, the economic 
policy trend is towards deregulation and greater market 
liberalization. For example, in 1989 existing foreign exchange 
controls will be further liberalized. 


The official economic forecast calls for 3.0 percent real economic 
growth in 1989. This assumes not only continued strong export 
performance by Austrian firms but also enhanced private consumption 
as a result of the aforementioned tax reform. Unemployment is 
expected to decline further to 5.2 percent in 1989. In the medium 
term, Austrian economic growth rates are expected to match the 
OECD-Europe average. 


Despite the depreciation of the dollar, Austrian imports from the 
United States increased only 7.7 percent (in schilling terms) in 
1988, while the total value of Austrian imports grew by 9.0 

percent. Austria should remain a promising market for U.S. 
companies. Computers, health care equipment, chemicals, electronic 
components, analytical and scientific instruments, security 
equipment, and telecommunications equipment offer the best sales 
potential for U.S. firms. Austria is an interesting location for 
U.S. investors, particularly in view of the new 30 percent corporate 
tax rate. Uncertainty, however, over Austria’s participation in the 
EC’s internal market after 1992 is a critical element in foreigners’ 
investment decisions. 
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PART A -— CURRENT ECONOMIC SITUATION AND TRENDS 


Implementation of New Austrian Economic Policy: Reorientation and 
Consolidation Started 


Continuing positive growth in recent years masks. several underlying 
deficiencies in the Austrian economy which occupy an increasing 
proportion of policy-makers’ attention. In early 1987, the 
government agreed on a redirection of policy towards fiscal 
austerity, budget consolidation, some deregulation, privatization, 
industrial restructuring, and reforms of the tax and social security 
systems. The government has acted successfully on some of these. A 
major income/corporate tax reform, for example, became effective 
January 1, 1989. State-owned industries seem to be on the way back 
to profitability following stiff cost-cutting measures. Federal 
budget consolidation continues, even though the authorities have so 
far largely avoided unpopular decisions on expenditure cuts. 

Because of the satisfactory economic situation, the government has 
been able to concentrate on medium-term goals. It remains to be 
seen, however, whether the present degree of momentum can be 
maintained as the government addresses pension reform and related 
items on the economic agenda. 


Growing International Integration 


In view of the European Community’s plans to establish the single 
internal market by 1992, Austria is concerned about closer 
integration with the EC. Despite a strong desire in business and 
other circles for full EC-membership, the government has postponed a 
decision to make formal application at least until mid-1989. 
Regardless of whether Austria becomes a full member, closer 
relations with the EC seem necessary for Austria, particularly to 
attract new foreign investment and to discourage Austrian investors 
from shifting direct investment to the twelve EC countries. The 
fact that 65 percent of Austrian exports go to the EC-12 illustrates 
the EC’s importance for Austria. 


Swift Economic Growth Until 1993 


After moderate growth of 1.5 percent in 1987, Austria’s economy 
gained considerable momentum in 1988, attaining 4.0 percent real 
growth, the highest rate since 1979. For 1989, 3.0 percent real 
growth is forecast. This assumes continued strong external demand 
for Austrian products and the fillip to domestic consumption 
expected from the 1989 income tax reform. At 4.0 percent, Austria’s 
growth exceeded the Western European average; at 3.0 in 1989, it 
will match Europe’s average. Medium-term economic forecasts through 
1993 suggest annual average economic growth of slightly over 2.0 


percent for Austria, despite the government’s fiscal austerity 
program. 


Foreign Trade -- Strong Imports and Booming Exports 


Exports - Exports are of central importance to Austria’s economic 
well-being. About 40 percent of all goods and services produced are 
exported. However, Austria’s exports primarily go to Western 
Europe; 76 percent of all Austrian exports are shipped to EC and 








EFTA-countries (almost half to the Federal Republic of Germany : 
alone). Eastern Europe takes roughly 8 percent of Austria’s exports 
while the United States accounts for only 3.5 percent. After a weak 
performance in 1986/87, Austrian exports rose 11.0 percent (real 
terms: 9.0 percent) in 1988 and were the driving force behind the 
country’s recent economic growth. Austria expanded market shares in 
selected Western European markets. While Austria’s manufactured 
goods sector is gradually improving, it remains beset by structural 
weaknesses, i.e., a high share of raw materials, semifinished and 
other traditional exports. This situation proved beneficial in 1988 
when international demand for raw materials and semifinished 
products boomed. Due to moderate labor cost increases and continued 
growth of export markets, Austrian traders will be able to increase 
additional market shares. Thus, exports are forecast to grow 9.0 
percent (real terms: 7.0 percent) in 1989. Growth will again be 
concentrated in Western Europe. 


Imports - Despite factors dampening import values in 1988, such as a 
decline in petroleum prices and lower energy imports due to a mild 
winter, Austria still evidences a high propensity to import. Total 
imports (by value) rose by 9.0 percent (real terms: 7.7 percent) 
last year. Private consumption spending is expected to stimulate 
imports in 1989, particularly of consumer durables. An increase of 
8.5 percent (6.5 percent in real terms) is currently forecast. 


Tourism - Revenues from tourism showed a positive upward course in 
1987 and 1988, and growth is projected to continue in 1989. Despite 
this favorable performance, tourism, a major factor for Austria’s 
economy, has lately experienced structural problems. Since 
prospects for increasing the number of visitors seem limited, 
Austria is concentrating on restructuring its tourism offerings away 
from "mass tourism" towards the higher quality segment of the market. 


International Payments Position Remains Stable 


Austria’s current account surplus of AS 3.7 billion in 1986 turned 
into a small 2.7 billion schillings deficit in 1987. The 
traditional merchandise trade deficit was not entirely offset by 
transit trade earnings and receipts from services, particularly 
tourism. Economic forecasters do not expect final figures to show 
marked deterioration of the current account in either 1988 or 1989. 
Schilling deficits of about 2.4 billion and 3.6 billion, 
respectively, are now foreseen. 


Domestic Consumption - Robust Growth 


Private Consumption - Due to improvements in real incomes and pent 
up economic demand by private households, consumption expenditure 
started to grow substantially in late 1987. These factors, together 
with improvements in the labor market, a reduction in the savings 
rate to 11.7 percent of disposable incomes, and a more optimistic 
economic climate resulted in a significant 3.5 percent real increase 
in private consumption in 1988. In contrast to the outlook abroad, 
private consumption expenditure is not expected to weaken in Austria 
in 1989. Because of an estimated 4 percent hike in real disposable 
incomes resulting from the recently enacted tax reform, private 








households should further expand consumption expenditure in 1989. 
Austria will still maintain a relatively high savings rate by 
international standards (11.9 percent). 


Investment - Total plant and equipment investment grew 5.3 percent 
in 1988 in real terms after rising only 1.8 percent a year earlier. 
In nominal terms this was an investment volume of 362 billion 
schillings. Nominal investment is expected to rise to 384 billion 
schillings (3.5 percent real growth) in 1989. Despite positive 
trends in industry such as good profits and high capacity 
utilization, industrial investment (about 15 percent of the total) 
stagnated in 1988. Industrial investment is forecast to grow only 
1.5 percent (real terms) in 1989. On the one hand, a standstill in 
electric power companies’ expansion plans coupled with retrenchment 
in the state-owned industries appears to be a significant factor. 

On the other, uncertainty about the EC’s internal market in 1992 and 
Austria’s yet undefined status vis-a-vis the EC also plays a role. 
Industry seems undecided as to whether to invest in Austria or shift 
part of its investments to the EC. If Austria does not join the EC, 
it could have a severe negative impact on future investment and 
Austria’s industrial structure. In particular it could stunt the 
development of the tertiary sector, including advanced 
telecommunications and other knowledge-intensive businesses. 


Industry 


After declining 1.8 percent in 1987, industrial production grew a 
substantial 6.5 percent in 1988. This was the highest growth since 
1979. Producers of basic and intermediate products were also able 
to increase their prices, which enabled them to continue the 
adjustment process already under way. Producers of raw materials 
and semifinished goods benefited from booming foreign demand 
throughout 1988. Output of machinery and other finished capital 
goods accelerated considerably in the second half of the year while 
production of consumer goods lagged. The construction sector grew a 
solid 4.5 percent despite the government’s fiscal austerity 
programs. Given the continued positive export outlook, economic 
forecasters expect further robust real growth (4.5 percent) in 
industrial output in 1989. The construction industry will show only 
a modest 2.0 percent gain. As regards state-owned industries, after 
receiving 34 billion schillings in federal government subsidies to 
overcome a major crisis, the new management of OIAG (the government 
holding company) completely reorganized the industrial 

conglomerate. The reforms, which included laying off some 20,000 
employees, seem effective and reportedly have put the state-owned 
industries in the black. OIAG plans to expand the share of 
high-technology production in state-owned firms at the expense of 
basic goods production. It also plans to establish foreign 
subsidiaries and to purchase or participate in foreign companies to 
boost OIAG’s present low degree of internationalization. 
Improvements in the state-owned sector and a healthy and productive 
privately owned industry in Austria promise further gains in 
long-postponed structural adjustments. 





The Government’s Privitization Program 


For the socialists in the coalition government, accepting 
privatization (even on the basis of a minority share) represented a 
fundamental change in long-standing policy. The Government 
successfully initiated its program of partial privatizations in 
1987/88. Since November 1987, the authorities have sold 25 percent 
of the shares in the petroleum company OMV, 24 percent of the shares 
in the national airline AUA, and 49 percent of the federal power 
utility (Verbund). The privatization program is expected to proceed 
at a somewhat slower pace in the months ahead. 


Inflation Expected to Remain Low 


The swift growth of the Austrian economy in 1988 was not accompanied 
by inflationary pressure. Inflation as measured by the consumer 
price index remained modest at 1.9 percent in 1988. It was 1.5 
percent in 1987. Because of the likelihood of higher raw material 
prices, increasing wage costs, and an index-induced increase in 
controlled rents, economic forecasters expect a slightly higher rate 
in 1989, i.e., about 2.7 percent. 


Labor Peace Continues - Unemployment Declines 


Wages and Productivity - At 2.3 percent, gross wage increases in 
1988 exceeded inflation. Adjusted for productivity gains, unit wage 
costs in industry fell 0.9 percent. In 1989, a modest 1.3 percent 
increase in unit wage costs is expected. In general, Austrian 
industry’s international competitiveness has strengthened vis-a-vis 
its trading partners, particularly West Germany. Wage demands may 
rise slightly in 1989 due to the strong economy and a further 
decline in unemployment. 


Employment - The unemployment rate fell from 5.6 percent in 1987 to 
5.4 percent in 1988, (the first decline in 8 years) due to the surge 
in economic output mentioned earlier. The decline was only modest 
because the growing number of people looking for work in an 
expansionary environment partly offset the additional demand for 
labor. Unemployment is expected to drop slightly to 5.2 percent in 
1989. In absolute terms, the number unemployed will drop from 
160,000 in 1988 to 155,000 in 1989. The annual average employment 
of 2.81 million in 1988 was a post World War II record; for 1989 
total employment of 2.83 million is expected. 


Labor Relations - While Austria is noted for peaceful management 
and labor relations, the latter was strained during the last few 
years due to rising unemployment. Declining unemployment has 
somewhat ameliorated the situation. Some 20,000 were laid off in 
state-owned companies during the last 2 years but little worker 
unrest resulted. The improved labor market has not caused unions to 
halt requests to cut the workweek by 1992 from 40 to 35 hours with 
full pay for all employees. At the end of 1988 more than a million 
employees (35 percent of all employees) worked 38 or 38.5 hours per 
week. Some progress has been achieved lately in encouraging retail 
businesses to remain open longer to make shopping hours more 
convenient for customers. 








Monetary Policy 


The Austrian National Bank (ANB) maintains a policy of adjusting 
money supply and interest rates to keep the schilling stable 
vis-a-vis the West German mark, the “hard schilling policy." The 
ANB President reaffirmed this policy when the ANB matched the 
Bundesbank’s rediscount and lombard rate increases in the fall of 
1988. Interest rates remained low during 1988 because of high 
domestic liquidity. In late 1988, the prime rate was 8.5 percent 
and new bonds sold at 6.8 percent. As in previous years, the ANB 
kept a small positive interest rate differential vis-a-vis West 
Germany in 1988 to avoid significant capital outflows which would 
result otherwise from higher German rates in the absence of an 
exchange rate risk. Interest income from savings deposits and bonds 
is subject to a 10 percent tax starting in 1989. This development 
and current international trends might drive interest rates slightly 
higher in 1989. The ANB instituted more liberal foreign exchange 
regulations in early 1989 which should encourage capital outflows 
for the purchase of land abroad by Austrians and for greater 
investment activity in Euro-markets. The ANB’s present policy is to 
liberalize foreign exchange controls in such a way that Austria can 
withdraw all its reservations to the OECD’s Code of Capital 
Movements. 


Capital Markets 


Activity on the Vienna Stock Exchange has increased in recent 
months, in part due to new listings among those state-owned 
enterprises offered for sale to the public. The events of October 
1987 did not have a major impact here for several reasons, and the 
Vienna Exchange showed a positive trend in 1988. The 1988 stock 
index closed 18 percent above the previous year’s figure. In 
November, 5.5 billion schillings in shares of the electric power 
utility were successfully placed, the government’s largest 
privatization effort to date. This offer attracted some 30,000 new 
private investors despite Austrians’ traditional aversion to risk. 
(Only 2.5 percent of the population own equity shares). Starting in 
1989, the price movement clause for domestic stocks listed on the 
Vienna Stock Exchange will be raised from 5 to 10 percent to allow 
for wider price swings. Although the 10 percent clause means less 
protection for small investors, the change is necessary for Austria 
to develop broader and deeper stock and capital markets. This 
change is consistent with the present trend to liberalize the 
domestic economy. The bond market was lively in 1988, but was again 
dominated by the continued preponderance of government paper, about 
70 percent of all issues. 


Fiscal Policy Stance: Tax Reform and Continued Austerity 


Fiscal austerity will continue over the next few years as part of 
the government’s effort to curb the debt service burden and reduce 
the budget’s net deficit, i.e., new indebtedness, to 2.5 percent of 
GDP by 1992. The government successfully started its budget 
consolidation effort in 1987, dropping the net deficit to 4.7 
percent of GDP from 5.1 percent of GDP a year earlier. In 1988 a 
net deficit of 4.5 percent of GDP was budgeted, but favorable 
economic developments meant the actual deficit was only 4.3 percent 








of GDP, about 68 billion schillings. The authorities plan to cut 
the deficit further to 4.0 percent of GDP in the 1989 budget. Thus, 
the coalition is on track in meeting its targets even though 
relatively little has been done to tackle key items on the 
expenditure side, e.g, nondiscretionary expenses for social welfare, 
federal hospital financing, or the federal railroads. Painful 
choices have been deferred because of abnormally high revenues and 
one-time sales of government assets. 


Agriculture 


In 1987/88 the area devoted to oilseeds and feed pulses was further 
expanded at the expense of grain. Due to the larger per hectare 
yields, the total grain output continued to rise despite the smaller 
area. Thus, in 1988/89 grain exports will probably have to be 
increased. To date, export contracts have been concluded with the 
Soviet Union, East Germany, Poland, Hungary, and Yugoslavia. Since 
this year’s world market prices for grains are higher than last 
year, the subsidy requirements for exports will be smaller. 


Lower beef production in 1988 resulted in a slight improvement of 
producer prices. Beef consumption which dropped again is expected 
to continue its downward trend in the short run. The overproduction 
of pork necessitated expanded exports which required large 
subsidies. Increased exports were not large enough to prevent a 
drop in producer prices. The trend to more poultry consumption, 
particularly turkey, will probably continue in the next few years. 
Thus, poultry production is expected to rise further. 


Political Situation - Government Coalition Strained 


Austria’s coalition Government of the Socialist Party (SPO) and the © 
conservative Peoples Party (OVP) has started implementing its 
ambitious program to reform, restructure, and reorient Austria’s 
economy towards a more entrepreneur-based, modern Western economy. 
Budget consolidation targets are being realized, the reorganization 
of the state-owned industries seems in stride, and the government 
has agreed on a remarkable income and corporate tax reform for 

1989. The socialists have taken a much more pragmatic approach to 
economic issues than in previous years. After an ambitious start 
the coalition seems to have lost momentum lately in presenting 
solutions for pending problems. In particular, the government 
appears undecided on Austrian EC membership and has not started to 
address thorough pension reform. Moreover, in late 1988 the SPO was 
shaken internally by a tax scandal. Discord and tension within the 
government lately seem to have risen and both the SPO and OVP lost 
significant support in recent provincial and local elections. 
Disgruntlement with the scandals and failures of the grand coalition 
is leading some Austrians to turn to third parties, e.g., the 
liberals. As a result, the coalition partners are afraid to 
implement additional reforms and austerity measures for fear of 
further alienating traditional supporters and losing votes. 


The quiet ongoing dialogue on national issues and policies between 
leaders of labor, business, and agricultural institutions, known as 
the "Social Partnership," has for nearly three decades encouraged 
social and political stability by reconciling the divergent 
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interests of business, government, and labor. Although it was 
expected that the social partnership would lose importance under the 
grand coalition, it proved again to be a valuable instrument for 
consultation and compromise as was shown in December 1988 in 
discussions over procedural questions relating to the possible 
membership application to the European Community. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


U.S. exporters could not take full advantage of the dollar 
depreciation in 1987/88. Much of the increase in the total 
schilling value of Austrian imports from the U.S. in 1987 was due to 
special circumstances, particularly the delivery of two civil 
aircraft. In 1988, the schilling value of Austrian imports from the 
United States rose 7.7 percent, slightly less than the 9.0 percent 
rise in total Austrian imports. The U.S. share of total Austrian 
imports fell marginally from 3.5 percent in 1987 to 3.4 percent in 
1988. On the other hand, Austrian exporters reversed the decline in 
their sales to the United States; these grew 9.5 percent in 1988. 
The U.S. market accounted for 3.5 percent of Austria’s exports in 
1988. The bilateral trade account showed a surplus of about 2.0 
billion schillings in favor of the United States in both 1987 and 
1988. U.S. exports to Austria are likely to grow more than will 
Austrian exports to the United States in 1989, leading to an 
increase in the U.S. trade surplus with Austria. 


Prospects for U.S. Exporters 


Even though the dollar is not forecast to rise against the Austrian 
currency in 1989, U.S. exporters must intensify their marketing 
efforts if they are to avail themselves of the exchange rate 
advantage and to counter competition from Japanese and EC suppliers. 


Available data for the first 10 months of 1988 show expanding 
Austrian imports from the United States in meat, vegetables and 
fruits, tobacco, wood, cotton, metalliferous ores and scrap, 
chemicals, cork and wood manufactures, paper and paperboard, yarns 
and fabrics, nonmetallic mineral manufactures, nonferrous metals, 
piston-type engines, metalworking machinery, electronic data 
processing equipment, telecommunications equipment, electrical 
machinery, passenger cars, apparel, scientific and measuring 
instruments, photographic apparatus and supplies, toys and sporting 
goods, and musical instruments. Imports of dairy products, 
feedstuffs, medical and pharmaceutical products, manufactured 
fertilizers, machinery specialized for particular industries, and 
aircraft fell in the first 10 months of 1988. 


A product liability law similar to the EC regulations was introduced 
in Austria in 1988. Regulations are still less strict than those 
applicable in the United States and therefore should not impede U.S. 
exports to Austria. 


Best Sales Prospects 


Computers and Peripheral Equipment - The Austrian market for 
computers and peripherals is expected to grow 8.0-10.0 percent 
annually (real terms) through 1990. Domestic production is 
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insignificant. For U.S.-made equipment, annual real growth is 
estimated at 6-10 percent. With a market share of 24.0 percent, the 
United States ranks second after the Federal Republic of Germany 
(31.0 percent) and ahead of Japan (12.0 percent). Personal computer 
sales are expected to grow approximately 30.0 percent annually. 


Medium-sized systems have a high sales potential due to the large 
number of small- and medium-sized firms in Austria. Personal and 
portable computers, integrated data and word processing systems, 
desk-top publishing systems, CAD/CAM computer graphics, devices for 
transmitting data via telephone, graphic displays, and IBM 
compatible micros offer best sales prospects. 


Health Care Industry Equipment - Due to modernization of Austrian 
hospitals and adoption of many new medical practices, annual real 
growth of 5.0-10.0 percent for health care equipment through 1990 
seems realistic. German suppliers dominate the Austrian market with 
a 45.5 percent market share, but U.S. exporters hold a significant 
13.5 percent share. The best prospects are for diagnostic 
apparatus, clinical laboratory equipment, gas chromatographs, X-ray 
equipment, scanners, computer tomographs, nuclear medical 
instruments, heart-lung machines, dental metals and alloys, 
prosthetic and artificial organs, and specialty disposables. 


Chemicals and Chemical Products.- U.S. firms have approximately 5.0 
percent of the Austrian chemical market. The low dollar exchange 
rate may facilitate an increase in the U.S. market share. The 
market is expected to grow 1.0-2.0 percent annually in real terms 
through 1990, with imports from the United States projected to grow 
2.0-3.0 percent annually. Registration, marking and labelling 
requirements must be observed. U.S. exporters will find their best 
sales prospects in silicone oils, silanes, resins, polyurethane 
catalysts, pesticides, isotopes, and radioactive chemicals. 


Electronic Components - The Austrian market for electronic 
components grew slowly in past years. Domestic production is 
substantial. Industry experts forecast domestic consumption annual 
real growth of 2.0 percent over the next 3 years with imports from 
the U.S stagnating. The Federal Republic of Germany ranks first 
among foreign suppliers (50.0 percent market share), followed by 
Japan (14.0 percent), Taiwan (5.0 percent), and the United States 
(4.0 percent). Only high-quality, price competitive U.S. components 
such as those for producing scientific instruments or processing 
systems will continue to find a market. 


Analytical and Scientific Instruments - Imports meet almost all 
Austria’s demand for sophisticated analytical and scientific 
instruments. Despite heavy German and Swiss competition, annual 
real growth of 4.0-6.0 percent in 1989 and 1990 for U.S.-made 
equipment seems realistic. Electronic microscopes, analysis 
equipment, spectrometers, chromatographs, photometers and 
spectrophotometers appear to offer the best potential for U.S. 
suppliers. 


Safety and Security Equipment - Imports of safety and security 
equipment are expected to grow at an annual real rate of 3.0 percent 
over the next 3 years. The competitive value of the dollar will 
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play a major role in increasing the U.S. compahtl SAM RGIRE GRDIARA 7 
percent market share. Best sales prospects inclu Homes, control 
and intrusion alarm systems, burglarproof electronic lock systems, 
electronic security devices for apartments, and computer data 
records storage equipment. 
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Telecommunications Equipment - The Austrian telecommunications 
market is growing constantly and the Austrian postal authority plans 
to introduce new technologies in the next decade. U.S. firms have 
excellent market chances in view of the new digitized mobile ‘ 
telephone system planned for 1995, and for satellite-TV and office 
communication equipment. 


Major Projects - Large projects to modernize the Austrian federal 
railroads or to build a major tunnel in Tyrol province are still 
under discussion and should be monitored. 


Attractive Environment for Investors, but EC-Integration Decisive 


Austria is an attractive location for U.S. companies establishing 
European subsidiaries because of its stable economic and political 
climate, sound currency, skilled work force, labor peace, moderate 
wage costs compared to other industrialized countries, and easy 
access to key third markets, particularly the EC, CMEA countries, 
and the Middle East. The new corporate tax rate of 30.0 percent is 
another key element. However, potential U.S. investors should 
closely follow Austria’s efforts regarding greater participation in 
the EC’s internal market after 1992. If Austria stays outside the 
EC, Austrian arrangements with the EC regarding free market access 
in capital and services as well as goods will be a critical element 
for U.S. investors in contemplating Austria as a base for European 
operations. The Austrian Government generally welcomes productive 
foreign investment, especially in high-technology industries. 
Foreign investment is subject to the same legal provisions and 
treatment as domestic investment. No performance requirements are 
imposed on foreign investment in Austria. A wide range of 
financial, tax, and other incentives at the federal and provincial 
level is offered to investors. The government also shows a positive 
attitude towards proposals for joint ventures with state-owned firms. 
U.S. investors may seek assistance in planning industrial projects 
in Austria from the Industrial Cooperation and Development Company 
(ICD), which can be contacted at its U.S. offices in the Chrysler 
Building, 405 Lexington Avenue, New York, NY 10174, Phone: (212) 
370-0717, Telex: 421018 ICD AUST; and 90 Middlefield Rd., Ste. 205, 
Menlo Park, CA. 94025, Phone: (415) 321-7333, Telex 470328 icd ca. 


Government Services for U.S. Exporters 


The December 1988 issue of "Business America" published the annual 
lists of overseas trade fairs and holidays. Information on U.S. 
Government services to exporters and investors interested in the 
Austrian market can be obtained from the Austria Desk, Office of 
Western Europe, Room 3043, U.S. Department of Commerce, Washington, 
D.C. 20230, Telephone: (202) 377-2920. The offices of the Foreign 
Commercial Service and the Foreign Agricultural Service at the U.S. 


Embassy in Vienna are available to counsel individual business 
visitors to Vienna. 





